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To His Honour, Henry Cockshutt, Beqe, 
 Lieutenant-Governor of the Province of Ontario. 


way it please Your Honour: 
fhe Commissioners appointed under Letters _ 
Patent bearing date the 20th April, 1922, respectfully 
beg to report as followsi- | 
Ye were by said Letters Yatent directed to 
inquire into and report, amogg other things, upon all power 
developments undertaken by the HydroeKleetria Powor Com-~ 
mission of Gntarlo, hereinafter referred to as the " 
“Commission, and generally on 411 matters of expenditure 
ant administration by them. Soon after the conmmoencenent 
> of owr inguiry it was represented to us on behalf of the 
| City of Fort Gilliam that a situation existed in the 
Shunder. Bay District which urgently demanded our attentione 
4 preliminary investigation ef the financial position of the 
System has shown that the representations of Fort Villiam 
wore justified, and we have thought 1% well to place before 
you this Interim Report dealing with the financial situation 
as we have found ite 
in sonnection with our investigation we held 
public hearings at Port arthur and Fort William, and after= 
wards in torontes We algo obtained, upon our request, from 
the Commiscionm, a detailed etatement of their proposals zor 
dealing with the situation in the Nipigon situations these 
@ ) atatements and the correspondences in connection with them, 


together with a study and analysis of them by our engineers, 
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are® Sppended to this report a8 Schedules "A" and "3" 
respectively . 

From tho evidence we have taken the following 
facta appears In 1917 the cities of Port Arthur and Fort 
William entered into the usual ferm of contract with the 
Commission by whieh the Commission was authorised to son-_ 
straot or purchase works required to supply power, each,. 
municipality being bound to pay for the cost of the worke 
by paying 4 rate for power which woukd include the 
necessary sinking fund and other charges. Although the . 
contracts game into foree in Mareh,1916, when they were 
ratified by the Legisiature, Port Arthur did not begin to 
take power until December,19203; and Fort Villiam is not 
undes obligation to take power until August, 1926+ . Both 
cities had been previously supplied with power generated at 
vaxabenn Palis, om the Kaministiquia River, west of fort 
William, by the Kaministiquia Power Company, Limited. The 
Gity of Fort William hae a contract direet with the Company 
whioh doee not expire until August, 1926. The City of Port 
Arthur had a 10-year contract expiring im April, 1920,but 
afterwards extended to Deceuber, 1920, through the Commission 
which bought power from the Kaministiquia Power Company and 
sold it to Port arthur, “She priee paid by Port arthur was 


$16. per horsepower at £2,000 volts; in Yort William the 


price was S20e per horsepower at 2200 voltse 
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When the propesal of an Sgreement with the 
Commission was before the electors of the two eities in 
danuary, 1917, it was represented by the officials of the 
Commission that the prices of power under the new proposed 
eontract would be aubstantialiy lower than they Aad been 
under the old arrangements with the Kaministiquisa Fower Co. 
The expectation, and the anticipation of demands for power 
larger than the Company would be able to eupply, were the 
yeasons whieh induced the two cities to enter inte the 
contracts with tho Commission, The alternative would have 
been to allow the Kaministiquia Ffower Coe to undertake a 
further development on the Kaminietiquia River, which would 
have been possible at a poimt in the river called Silver 
Falla, or Deg Lake, fifteen miles above the Company's 
present plant. Inatead of allowing the Company to develop 
this power the Commission proposed itself to construet a 


plant at bog Lake, and it was this proposal that was the 


basis of the contracte between the cities and the Commission, 
though the terms of the contracts were bread enough to 
authorized a development sleewhere.e ‘There &ppeara to 

have been some diseussion of the possibility of taking over 
the Kaministiquia Power Company's plant and some stops were 
in fact taken by Sir 4dam Beck to this end. 
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It io laid down by the Powor Commission Act 
ao a prerequisites to the making of a eontraet between 
the Commision and a minicipality that "the Commies ion 
GLQ11L seossesfurnish to the corporation a statement of the 
maximum price per horsepower at which e@leotrieal power or 
energy will be evpplied eeescoes and an estinate of the 
coat of construeting or providing a tranpmiesion line"; 
and that "the provigional contract shall not be binding 
upon the copporation unless md until a by-law approving 
the game has been submitted to and has reselved the assent 
exeseoes Of the Glectorsa qualified to vote on money by~Llaws} 


and the estimates of the Commission or a summary thoreot 


it was clearly the intention of the 46t that 


the eatimates and maximum price of power should serve as 
a basis of the contracts betwoon municipalities and the 
Commission. It appears, however, that the Commission 
almost from the beginning adopted a poliey of disregarding 
the terms of the Acte In the case of Port Arthur and Port 
William eertain estimates were furnished before the vote 
of the electors of the tro cities on the first of January, 
1917, and again before the second vote in Fort William 


in September, 1917. The munleipalities were never furnished 
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with estimates stating a "maximum price” nor were the 
estimates published wife the ty ta" as required by the 
statute. The omission to publish the estimates was due 
to the explicit ins truetions given by te officials of 
the Commissions On the occasion of the Bag end veve in 
Fort Willian, the matter was the subject of communications 
between the Coumiss ion and the municipality in which the 
latter was advised doth by the Secretary and the Chie f 
Ragineer of the ran Prepye that “estimates must not be 
included in the by-law, but there is no objection to 
publishing the estimated figures and any other explanatory 
matter separate from the by-law. These matters are important." 
Mr. Pope, Secretary of the Commission, stated in 
his evidence that the policy of not publishing the estimates 
was adopted on the advice of counsel. The object of the 
non-publication appears to have been to prevent the 
Commission from being held legally responsibie for the 
estimates. It seems to have been thought that if the 
estimates were published with the by-law they might afford 
@ ground for legal action, while if they were omitted 
entirely, and the by-law later validated by the Legislature, 
this danger would be avoided. fhe policy of the Commission 
was in plain disregard of the plain terms of the statute, 
If the provision had been thought an improper one,$he Act 


could readily have been amanded; there is, however, no 
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record of any request for an amondment. It may readily 
ye doubted whether the Legislature would have been 
“@isposed to rémove so salutary ® cheek on the operations 
“ot the Commission. It fie not a mere matter of legal 
“‘eechnicality; 1¢ is of the vory essence of the work of 
“the Conmission te give reliable, expert advice to the — 
7 ree tyay ag to the cost of sgnih’ pointy 
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The rosult of the ea anegars. of wae ductibe del 
provision if clearly shown in the case of port arthur 
and Fort William. the estinates had boon ‘given on the - 
basie of a proposed dovelopnent at ‘Deg axe, at an “estimated 
cost of $3,000 ,0006 Having received authori ty from the 
municipalities on this basis, the ‘Commission wi thont further 
consultation with the munielpalitios, proceeded with a’ 
development at Cameron's Falls, she “eost | of which is al ready 
nearly 67, 600,000. and is wltimately to. ‘be 315,000,0006 
But by reason of the contracts with the municipalities ané 
the non-publication of ‘the estimates, it ig at least very 
doubtful whether the municipalities are entitled to any 
legal redress or any ¢scapo from legal responsibibity for 
the larger capital expenditure. 
The Commission iteelf admits that the decision 
to develop at Gameron's Falls instead of og Lake was not 
made with sole regard to the needs of the two municipalities 
assuming the responsibility. Sir Adam Beek, She Chairman 
of the Commission, ureged that 
"She Government is responsible, morally responsible 
for the deficit om account of the operation of that 
plant, owing te the fact that we were definitely 
directed to provide power for thie pulp company, 
to meet the demand of the pulp that would be sold 
from time to time by the Government. The Govern- 


mont directed us to im tall a plant sufficient 
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"to take ¢are of this ‘gompany r’ ‘business, 


‘making available 78,000 horsepower ultimately. 
‘Whey must have had in mind, as any Government 
would, ‘this enormous areaoot not only ‘timber 


but minerais that ‘gould not be offered for sale 


to ‘the sane advan tage and by whicn ‘they woud 


get as “gooa. a price for power | for this tinder, 


“for this pulpwood, if power was “available to 7 


“all tenderes; thareforey Ie ay tne Government 
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The cireum tances which gave rise to this 
@laim made by Sir Adam Beck are reforred to hereafter, 
‘put an important light 19 thrown on the attitude of the 
Commission by passages from the minutes of the Commission 
which show that at the time the estimates wers given to 
the municipalities for a development at Dog Lake the 
Commission had in’ mind the possibility of a development 
at Cameron" s Palle. It is mot difficult indeed to believe 
that the Commission never had any serious intention of 
making & development at Dog Lake. It is @ertain at a11 
@vonts that the Coumission did not take the municipalities 
fully inte ite confidences though it was oxtensibly acting 
88 their Gyent and trustees It may have been thought that 
at would be acting in the best interests of the municipalities 
if the pians and intentions were not fully disclosed. If 
this is so if was @ danmgemous policy and one, opdrersive of 
the scheme.of the Acte.. When the municipalities placed 
their dutereste in the hands of the Commission they were 
entitled, if not to a controlling voice, at least to the 
frankest disclosure of the facts and the intentions of 


the Commissions 
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fhe failure of the Commission to garry out 
the understanding with the Mimicipalities has resulted 
in o serious situation in the ense of Fort Villiame If 
the development had been at Dog LGKG as was proposed 
when Fort William voted on ite Goutract, the trans~ 
miséion Line woul é havo beon brought into the two 
cities from the west approximately midway between thom, 
and the price of power would have been ths same to @ache 
Ho discriminati on wae, of course, sontemplated in the 
price of power as between the two cities. Reassuring 
statemonts wore, in fact, made on this point on the 
public platform by the offidials of the Commission. 

The effect of making the development at Camere n's 
Balls instead of dog Lake was to bring the transmission 
line from the north-east ‘through Port arthme into Fort 
Williams it is ssid to be the fixed poliley of the 
Commission te ie vial each municipality for that portion 
of the transmission line only which is necessary to 
serve the municipality. applying thie principle, pow er 
would be Gheaper at Port Aether than in Port William, 


amd etill cheaper in the district north-east of Port 


Arthur, it be ing the declared policy of the Coma’ #6 fon 
to"lop off" power at any point in the line and te charge 


the municipality op customer taking it only for that 
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portion of the tranemission line over which the power 
YRESOB. It im stated on behalf of Fort William, and 
it is reasonable t@ believe, considering the situation 
of the two ities, that fort Vilifam would not hare 
entered inte the contract with the Comaisesion except 
on a besis of gemplete ecuality with Port arthur as 
regards the price of powors 

Several reasons are put forward by the Come 
mission in justification of the change from Dog Lake 
to Cameron's Falla. It may be that some of these 
PeLGOns would have prevailed with the munie tpalit ies 
and that they would heve sanctioned the change. But 
they were not consulted. They now ojaim that «he Pro- 
vince at large should some to their relief in meeting 
the gost of the developments. It ie nesessary therefore 
to examine the grounds on which this oladim ie based. 

During the poriod while the contracts wi th 
Pert Arthur and Fort William were under disaussion 
vefore the elestoes, two pulpwood limits emown as the 
P1¢ River limit awi the Slack Sturgeon limit were be ing 
advertised by the Goverument for sale by public tender. 
in @ach ease the conditions ef sale centained » clause 
to the effeot that the suecestiul tenderer should be 
entitled to obtain from the Grown the lease of 2 sul te 
aUL@ waterpower to be agroed upon between the euceeosful 
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3 venhepey awa the Paneer pred of hawas fo reate ont Minos, 
ire Be Ae Marke wan the successful tenderer of the Black 
_ Sturgeon Limit aa ur. Je Je Garrick of the Pis River 
“Atmite iaria assigned his int west almost imuediat shy 
0 Carri ox, &@ that when the formal sgreonat Was oxe- 
‘outed in ua ye 191%, Carrick appeared ae the lessee of 
| both Limits. i is sald thet there whe Sa understand 
tag with the ugais tor that & Lease ef the Bameron's ) 
Bab 1s site would go to t he successful tenderer 2 the 
Pie River ini te, though it is not clear why one of ‘the 
other pees ible sites for rey power development on the Bipigos 
River ‘would not have xxsiemn answered ‘the purpose as Wwolle 
it is 0 ve reneadored thet the power ane at Cameron's 
Pa is haa been & subject of ‘ee udenkion Petwoen public 
and private head a bee dey: eer yeare prey s068 476 and dl is 
‘aigtioult to widerstond why the Goveranont, with a know 
leage dl lenetes the circumstances, should hav @ entored into 
an arrangonent with warks or carrion whi a& would compromis> 
ite right to hola Canoron's valle for public devel opment. 
at would appear trom the minutes: of t ne Comat ss ton thot 
as early ae agen Doses der, 196 when ‘the contracts with 
‘Port arthur ond Fort william were under ocnsider: ation by 
the Commi se tony hn Rone +Beiucat, then a nender of t he 
‘Comission « a. of the Gor orn nt, assured the Consiss ton 


sneaks Bra avaerot ‘jabeat te cebalede odd ‘bad 
aeake otf ‘te caveieee  wtasesdae ‘oft aaw edvst or Ky a 
serie abt eaa 4s te devad "3 ee eam Sets ‘Pteke EO eQurtd | 


yi adibbniis dated Vand tad the “dongidea wine” dead” 


«vse sew Sromeenga L6e03 oa ody J eat we “ee aad ” 
40 eetaed edd #2 hosmogge do keied arses ‘hae ah bodye 
abused erahay me 6a ‘puede tad’ ‘ploe af 3% sathmhs Aiod 


éidrouam edd 46 eeaol a dead aodetam ode dale tad 
e6¢ ke hotedwed Swhesoeegs ad ¢ oF og bivow edhe ef oe 


ott 26 suo yd cowke don eh #f Sawa? ad inks xowhi 62% 
s@gig ik ehh ae seomqosevel aeweg « 20% aetio elvtenog wetto 
itew as epdqume eff doudwans dumsamd ovad den blew aevka 

ate ined #4 pile vewdg edt #add beredaciex of 94 ‘ak 42 
giideq sowwbed nolénetnee %o foot dae a mood ad ‘et ot 
at “48 ters sul sol verge B00 % «2% adder tek bi ating bes 

ay or a Atte ", dxoma tov o® odd yay bad ern higar ut ddwehenee 
eth poxedze “evad bitwodt 2 * aoonesen morte ‘ada ‘fis te egeek 
cudmorgmoe Bin Gr ao knw Kotuved 10 ara A040 davaopaasce 6 


vaca | vee favor on began’ staoeuat 0 ted ad é eaai eth 


ue nolivredianeo Cake’ enew weenie’ ‘i dut “tein tate 


oe 6 teemen & wedy “phone 
noteaktaasS oft ‘bosmad tame oat ‘Yo fic “set en bien 


? 


rhetial ‘ao8 ‘as eves tenet i 


that “the lease and cption in eennection with the 
Wipigon power situction hid expired and the rights 

mow poe@ed in the Grown". Lowever, it ise quite clear 
that before the lease of the Limits was granted and 
before the formal execution of the agreement between 
Carti gk and the Government, the Premier, Sir Viiliam 
Hearst, and HoneGele Ferguson, Minister of Lands, Fora:ta 
and Mines, requested Br. Garriok to relinquish hie right 
to @ lease of an undeveloped water power in oonsideration 
of the Government's undertaking to arrange for the supply 
of power by the Hydro-RKleetric Power Gommission, at cost. 
She Communications between the Goverament and Carrick to 
this effect are a matt r of public record and are not 
disputed, 

It wae admitted in evidence by Sir Yilliam Hearst 
and Hone IsBelueae that a ehange of policy on tho part of 
the Govermment cocurred betwoen Décember, 19146, ani March, 
L917. Mere Lueas said in his evidence “A new and co ompre- 
hensive poliey was then (December 1916) adopted by which 
Miplgonececeseseocthould be made availadlecarsececcsct? 
oli". And Sir William Hearst said: "These limite wore 
put up in the usnal way with the right te a water powers 
Subsequently to that the polioy was devisedessecsesess 
that no prive te leases should be granted on the Sipigon"s 
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It is unfortunate that the policy adopted in uaron 
wae agt edepted sceoncrse If the poliey preglaimed in 
Werch hed been the policy of the Governngnat in De~— 
@ember it would have protected most effectively the 
fimtorest of the Mydro-Zlectrie Fower Gomi lone 

It Gould bave provided in the contraet that the suce 
cesuful tonderey sheuld take power from the Hydrge 
Blecteia Power Comsisgion within « certain time, and 
in Bhe event of gailurc to do e@ that the congessions 
would. be sgangolled.s  @uch 5 providicon would Bava ine . 
sured, the early development of the Limits by the dene 
aesaionsives and would hove provided o market for the 
pewer immediately 4t was roatge Unfortunately there 
woe 20 gugh term in the soutrecty and im May, 1918, 
‘tho Governagt act being in «& position to. furnish a 
@uppig of pewer, on extension of the time for the dew 
wolopment of the pulp limite wae granted ami 16 was 
provided in the extension agrooment thats 


boos, > “ino Gpentee gheik met bo called upon oF re« . 
“quired to perform or enter upon the performance 
ee the terme, Gonditiends, Gutiesy or obligations, 
"or any Of them imposed oy biudiug upon him, as 
"in the sald agreement (9th Uayyl917). set sorth, 
‘mor ghall the payment aul expenditures referred 
Ste du the said agreement or any of them agorue 
“or be gharnroable against the Grantee, nor @hall 
"the Granites bo deomed te be in any default wha te 
“goever under the eaid sgreoment, until such time 
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"28 G2 Adequate supply of electrioal power 
“{e made 6vailable for the Grantee sufficient 
"for the operation of the maa provided for 
tin the said agreenant.* i 
Phe situation, therefore, when the present 
Government geme inte power was thet the time for com 
menoeme nt of cperations by the ooncesalonaires of the 
pulp limits had been extended until such time as Hydre~ 
Bleatrie power was “ava ilable*. 
It is contended that the present Sov erameat 


‘should hove saancelled the soneession in disregard of 


the undertakings given by ite prodecesseres "The romedy 


and means of feroing this contrast ia under clause 134+ 


‘beesoseses YOu ore in a perfectly safe position te can- 
aol thet concession” saad Mrs Lugase Fole 748. The 
Corernment ehbmitted the matter to the Gourts and the 
Court took the view thet the lessees of the Limits were 
not in defanit snd that “the plaintiff scammot gompel the 


defondant to take the power” It is further contended | 


that notwithstanding the deeision @£ the Court the limits 
Might havo bean canselled by the Government by an arbig 


trary Legislative power. On behalf of the Commission, 
Mrs Lneas argued "On March l5th, 1921, after the liti- 
‘gation was ended, after there wae 2 judqmenteceseosenes 
‘Yes Efimoer, the Government Gounsel, wrete dsalaving that 
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eerie sve sue the Governiiont are ‘elearly enti thea be 
‘ganeel ‘the concessions Phat te ny answer to your | 


‘quewtion". Role VB46 hat the Governnont ata 


in fact was ‘to make a new ' gontract with the “compa ny 
under the ‘torus of which the Company te required b Bis 
eonstruet its mills within a certain lini ted time 
whe ther Hyiiro-Bleetric power ts available or not se 
that the ¢ ondition orcated by the undorts kings of the 
later Gov ernment ‘Ye solved, and ‘the obligation is ase 
fumed ‘by the ‘Compa ny te proceed within a Lintted tine fs 
or in ‘the Bl ternative to forfeit its rights. | i 
it is new elat ned cn benale of Port arthor ae 
and Port ‘Villian, ant ‘the lat m ‘is ‘supported by sir ta 
Adem ‘Beak, that 1¢ was in onler te implement the wnien | 
taking ‘of ‘the Government to Garrick that t he “developnent 
WAB vkidier taken at Cameron's Falls das tead of at Deg ‘La ke, 
and ‘that the Gor ernment having in erteot 0: ordered pre. 
devel opment at Caner on's Palle, phould as sume at Least 
a “part of the rocpousi bility for ite “the two cities, aud 
in fact the ‘efeicors of the Go-miseion, aittor as to the 
oxbbab'ts Which tne “Govornnent should particgpate in ‘nie 
financial responsibility. — the Hayor of Port arthur eloar- 
Ly oxpressed hie viowg that ‘ine systen eould am would 
ultimately meot ‘ak ite ‘obligetions: ir the Gov ornacat 
would ‘allow ‘he present ‘@ofioits ‘to. be ‘garried in a 
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SuUBpInse accounts Qe~ If you had 


a free hand te soll, how soon would you make it earry 
{tesolf? As» That is a pretty hard question to auswers 
if you gave mo five to ton years the whole Nipigon de- 
véelopmont would be sold, Ge Would it pay for itseit 
then? A.-Yeos (FOL. 159) Mr. Gaby im hie evidence 
took the wme positions Ge You would net suggest) 
thet the Government @hould take over this d@efieit and 
pay it off and not Look to the System to make 1¢ good? 
Ae* HO, I would not deo that; I would say in tine the 
Sydtem should make good ite deficit in the earlier yoars, 
and the statenent we have pripared shows it will not be 
tiny yoars bofore it will be overtakens Sir adam Beek, 
On the other howd, Glaimedy "that the Goverunent was xre- 
epokslbio, méraliy responeivle for the defioitessecsessune 
eoveses Owing te the fact that we were defink ely directed 
t6 @upply power for this pulp Oompany. (0146668) mad 
ought iteolg to pay ani cancel s11 the present deficits; 
and Mrs Movris, on boheif of Fort Wilifam, claimed that 
the Government should bear the full cost of all the ad- 
Gitiousl expense inourred by the Gowmiscion in providing 
power for the conoessionalres o¢ the Pio River and Bleek 
Sturceon limits. y 
should write off, or abdsord, & lot of the capital ex- 
Giture on that developmont.ssseceseeee I think it . 
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was made in 6 hurry Om acaount of the domamt fer 
the mupposed pulp and paper companies ri all of which was 
in the interest of tho Provinse and the Gov ox ument, ad. 
not of BBeeseeowe | i would think that the Provinee sheuld 
ge in to the extent of the power, le@se, Over ond above 
what these oitios use", the difficulty of Er. Borris? 
posi tion ie thet whatever understanding thore was as to 
@quelity of rates, aud whatever lack of frankness thore 
wee om the part of the Commission aa to its real intent- 
ions, the City of Fort Wilidam @id in fast give the 
omni us ion an | authority sufficiently bread to develop 
at Cameron's Follee he City had conferred on the Com 
mission full power to aot ae ite trustee and agent and 
eannot in fairness be allowed to Gisclaim that authority. | 
Ag betwoon the City and the Governzent this trond 
eeem to bo & good answor. As between the Oity and ite 
trustee, the Commission, the sage is ditverent, though 
there the difficulty ie that the Commission has no funds 
or legal responsibility of ite own. It acted in theory 
more ly ae the representative of the two municipslitics 
of Port Arthuy and Port Tiiliem. This theory, howerer, 
does not relisve the Gemumission from the morsl respons- 
ibility for undertaking the Wipigon Berclopment without 


having oi ther a firm contract with the congessionaires 
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Of the pulpwood limita, or in the alternative, a 

| definite understanding with the Government as to ite 
| responsibility. the real gause of the diffieni ty 
vas. that the Commission itself acted as the promoter 


of the undortakige, securing the sanction of the 


MEY? Oi DALE SoS by one line of representation and the - 
Government by anothere Hor dees the Commission appear 


to have been equally frank with the two eities of Port 


Arthur ang Fors. Wili dame Shore is reason for believing 


that those who were aetive in supporting the project in 


‘Port Arthur hac from the beginning anticipated that the 


developnent would ee at Cameron's Falis, ami when the 


“question Later Came “Up ae to whether the pulp mills 

"Se Wanda tion wits the Pic River and Black Sturgeon, 
Lind te should bo Loca ted at Port arthur or at Port 
‘Wilitem ¢ the Count ssion was not in @ position to be 
‘impartial as be tween the .S¥ve Gitioss It was thie wili~ 
“Angness on “the part of the Commiseion to ailow the Ci ty 
of Fort WALLA am to preoess without a fuil disclosure 
of intent: on that gives a weight. to Fort William's 


pe yl which cannes he overlooked. it is true that the 


Order-in-Counci? subsequently aaye public notice of the 


intention bo ¢ovelop at Gameron'’s Falls, but the fair 
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and proper course would have beon to have given the 
City of Port William on Gpportunity of voting on the 
naw pro jeat with its Largely augmented expenditure and 
its alotered geographical sonsiderations. 

. Sonaidersvle evidence was taken with reference to 
the oi round tances under whigh the cone osgionaires of the 
Pis River and Black Sturgeon Limits fel led to take the 
powers watch by ite watertaxing with ar, Garrtex the 
Government was obliged to arrange fore It does not seom 
necessary for our prosont purpose to aisouss these oi reowm~ 
stances,  Thoy have bown the subject of iltigation beq 
tween the Government and the suceassers bo Mt. Garricx’s 
interesta, «nd ‘he whole matter is etild o aubject of 
negotiation, It is important to point out, however, 
that one of tho reasons alleged for the failure of the 
owners of tha dimits to proseed with tholy development 
Was that they could not procure oa “ongorevadle” contract 
for power. There wore other terms in cispute betvem 
the parties, bub the chief obstacle in the woy of making 

& gentrast under which from 15,000 te (80,900 Repo Would 
haye boon empjoyod in the development of thes Limits, 


“appears to have been in the apprehension that the obli- 


gations stewed by the Commission in such a contract 
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Would ug} have been enforcesble os against the 
Conmis wlotts 
$e @uccest that if there is any roasonsbie doubt as 


om Ghie point your Comalesioncrse beg 


to whether such 4 e@ontruct fe duly enforceable, the 
doubt should be set at root by appropriate legislations 

Et fe ef the utmoat 
a4ffieulty thut may stend im the wey of the immediate 


development of those pulp limits should be promptly 
ronoved ¢o Bhat the system miy b¢ pieced on 4 proper 


finanelal besiege The present situution is & most 


BOri Gus Ones 


The eye ten Lage year se lonaded wm defieit of ape 
proximately $66,000.00 without making any oha ge for 
sinking fund or for water rentaiss the books or sy 


‘Stuck as ion itseit show the aofieit for last year as 
‘det ng $16,708.08, but thie yosult wae arrived et by 
oslouleting s mumber of oredit items waiech are ta 
ALeputes Thus powor was ha rged to. the Gitg of Port . 
arthur ae aa arbitrary vied of $2500 por horsepower | 


though payment wad. made by the Gity at the rate of 
$20.00 per horaepower, the talanse of the charge volng 


syeregrintes by the Commi ss ion out ef gertain reserves 
whi ch were doing mela te the oreiit of Port Apt hate 
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Credit was also taken for am item of $42,0%7067 due 

by the Hipigon Fibre fulp ond °aper Company which is 

now in Liquidation. — Interest instead of being eal 
culated, as required by the OtAtUte, At GeBb, tho average 
rate pald by the Government, was calculated at ht, and 

by oarrying thie rate back over the construction period 
the Commi ss ion oredited iteelf with the sum of O77, 785545 
anc with-held that amount fret ites interest payment to. 
the Covernmonte im addition to grediting these dis~ | 
puted items ali charges for sinking funds, renewal funds 


and centingensy funds were deferred, . 


MPl' 6. FOr abebon) the auditor, has submitted 
to us a statement of the Operating Costs and Revenue Ac~ 
count for the present year, based on ten montha’ operation, 
which {s as follows: — 


Operation (including direct maintenance 

and administration expenses « « « 2 « se of 625146217 
Water Rental (based on 50¢ per horse- 

power on power delivered to Port Arthur es 44888200 
Interest (on Pipigon Development at 6.2% . .« « 408,340.57 
Reserve for Renewals (oa depreciable ‘plant 

“2.0235 ‘Of $4,628,440677) os «0 «© » «© «© 46,861.15 
Reserve for Contingencies (25¢ por horse- | 

“power on power delivered te Pt.Arthure « « 3,194.00 


Peel es SO * tetar Operating iets . * apvethecne 
Revenue it shown ast ° 
From Pt. Arthur (average load 
2 Bu at’ $25, “per horeeperer) os 6 wee ; 
From wit Fibre & pais Ce | 
“8° (75S previous maximum load). + 73,615.2 
fotal Kevenue eet # @ © & @ sa hike 
HEH P Ward Pty SOS ae ae eee 


Deficit « « «© + »© © © «© © » 08 250,907.41 
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From this statement it is apparent that the deficit for 
the current year's operations will ba from $250,907.41 
te 3348,404e47, according as various hypotheses are ape 
plied; that is to say, it will @epend for instance whether 
gertain eatimated items of income Are realized, whether — 
water rentals are caleulated at fifty eents per horsepower 
on at one acilar, @toe Ure Clarkson's computation does not 
dmelude charges for sinking fund, which would be ap proxi- 
mately $65,000, for the year. From these @igures it will 
bo seen that the System ie at present running behind at a 
rate of in the neighborhood ef 81,000. per days i 
"Your Gommic sioners have given careful consider- 
ation to ths question how this deficit should be met and 


what steps should be taken te realise the most favorable 


Gonditions for a the Hyston on a mere ereese tne 


pasis. | 

We believe that with the application of sound 
business judgmont and a due and impartial regard for the 
theerest of tho Cities of Pt. Arthur and Ft. ¥illiam, the 
Bipigos System oan ultimately be placed on a self-supporting 
basis. It would seem inevitable that the Government would 
dn themeantime have to advance tho money to meot the aceru- 
ing deficits; but with the inereace of the lead these 
@eticits and the interest on them ought ultimately to be 


absorbed by the Systeme 
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PER ERAS “3 mental me certain diagrams show ing 
what the revenue and deficits would ‘be from yoar to yoor 
Dall ‘eortain ‘suppositions. Ae @ basic supposition dt is 
assumed that the load on tne Hipigon syston will inerease 
at tne rate entinated by “irs Gaby, ‘Ghief Engineer,of the 
Gonmiesion, as “shown on page 1 of Seneduie "a" and page 
as of Schedule eli that ae te says beginning with a Load 


of 12,000 hepe in 1922, it vy ostinated that the load wili 


in 1929 have increased to 70, 000 haps While we adopt these 


eatina ter of My. Gary for purposes of demonstration, and 


waile wo deliove there is every reason to be optimistic Ag 


to we ‘future power yeuuir enence ‘or the Ripigon District, 
it is ‘to be observed that Mes “e's previous ontina tes 
— are requir snonts wise which the Fipigon Developments 


was originally undertaken proved to be over-sanguine. How~ 


hide Ue 


ever, taking ir « Gany's prosent oa timates of the future 


powor ‘voquir ouonts ag a baed Hs it is shown, on page ‘15 to 


20 of Schedule gn what revenue ant deficits ‘would result 


it the eotimated anount of pover were sold “ander certain 
‘eonditions. Thus it fe assuned on ‘diagram Hoe & on page 


cay ‘shat the price for power cry the municipalities ‘de 8206 


Per hor sapover and to pulp mills fee per horsepower, bad 


that 50 cont per ‘horsepower Gonorated is paid to the Govern 


prong for waver vuatal and that ‘the iuerest rate on the 
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Gapi tal expenditure is to be onlenlated at 662% por 
 annwe diminishing to 5%, and the interest on the ae- 
cumulated deficit ot Sei% yer annum diminishing to 5%. 
These conditions are the moet favorable which your Com- 
migsion think they are justified in taking as a reason- 
able basis of ealeulation. Tho diagram tows that if 
these conditions are realized there rill be an aceunn- 
Lated é6eficit which will im 1926 smunt to over §750,000. 
and will thereafter decreace and ultimately disappear 
in 1943.6 If the assumed conditions, including Mr. Gaby's 
estimates of the lead, aro not realised the deficit will, 
of courage, be Larger. 

ne revence ae shown by thia diagram is pre- 
digat ed, as stated, on a rate of ®°20. to the municipalities 
and @18¢ to pulp millss Thess rates would be, in our - 
opiniony a fair eharges The thoory oe’ the Poror Commi ss io 
Act of course La that the price for power te to be its 
annual cost, but im the casa of the Bipigom System this 
would be manifestly impracticable. ho rata for pulp mills 
must be sOmcidered im the light of the fact that competing 
interests aro im a pesition to purchase or generate their 
power at comparativhy low rates, and in the case of the 


rate for the municipalitics the chief consideration is the - 
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“ability of the muniel palities to quote attractive rates 
te. indus trier. & rate of $206 por horsepower, while 
* gomaideradiy | hi ghor ‘than wa anticipated by oe munic{~ 
tet haan | when theiz contract with the Commi ssion wa 8 
“entered inte, would seen bing be sufficiently low to give 


- Yeasonable impulse to the industries of ‘the distriet. 


the interest rate aseuned ‘is Diagram Hoe & 


“he t ‘the rate antherized by “the ower Commission Aoty which 
‘provides thats "the Commission shall pay to me Breanurer 
et gaterie annually interest on whe indebtedness of the 
Gomaiaeion | te the Province for moneys advanced to ‘the 
"mal octane, on the Province ae may be from time to. time 
Aeraunixed by the i Loutonant~Go vernor in Counsil as suf~ 
“Sielent | to reimburse the Provines the fuda anount of 
interest pata by rip Governnent on moneys raised for the 


paryeses of the Gonaicsion ane the charges inourrcd by it 
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in providing such money" in other sede oy the Govern- 


rolex’ is neither + Loss m0 F gain in the matter of the 
interest. rates Some of the moneys having deen vo rrewed 
“a. ghe rt torus ib i is anticipates that in refunding the 
Means the interest nay in future be reauced and this is 
7 justification for the reduction of intorest assumed 


“tal Diagyan Hos Be 1t was abalead by Sir adam Beck that 


&n arrangement had been arrived at between the Commins ion 
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and the Government that the interest rate on the 
gupitar investment 44 Wipigon shoula be 5%. This 
statonont was disputed by tho Hong Mr. Drury ana by 
Hone ‘Peter “gmith. ho evidence ie that at a meet- 
ing at whist maueers ‘of the present ‘Government, 
nenborse ‘the Conmicnion, and others, were ‘present, 
someone proposed. ‘that the rate of intarest to be. pala 
by the Commission to the Government yy" ' 
Mipigen ‘andortaking: should be fixed at a lewer ‘pate 
than that ‘paid by the Government. Wo definite bate 
seems to have boen ‘suggested, and some subsequent momor- 
andun of the Commission snow tha’ pothaes and 5% wore 
considered. “It is stated by Sir Adam Beok that’ it 
was his undo-stand ing ‘that the Government would fix 
tha rate at Bhs ‘Hons Mr. Drury, who ‘xedaiiea the soh- 
vorsation, said that whon the rate was referred to it 
wag in tis most oaausl manner and that’ ho Yorerence was 
afterwards nade to ite Ho points out that it would have 
required an amendment of the Fowor Commission Aet to 
autho rine the rate and that no euch legislation was sug~ 
gested by the Count se ton at the last Sessions No thing 
in ‘faet wae done or oven said “by the Government about 


the wiNiey ‘from ‘the time of the interview ‘referred ‘do, 
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which was in January 1920. Interest payments before 
Ogtober Slety 1921, were made ot the statutory rate 4. 
but when payment for October 1921 was made an amount of 
$71,705.48 was deducted and retained by the Commission 
im respect of the interest curing the whole of the gon~ 
struction period, this mount being tho difference be~ 
tween a statutery rate and the alleged rate of 5%. Mr. 
Ma tthews, the Deputy Treasurer, stated that this deduct- 
ion WER made from the amount due in October 1921, wasn 
not brought to the attention of the Minister until a 
comparativeiy short time age and that no claim for this, 
large balance has yet been made on the Commission. The 
failure of the Treasury Department to demand payment of 
the balance, if.it. does not afford some color for the 
elaims.of the Commission for the lower rate, shows a 
laxneas in tho methods of tho department which is open 
to oriticisme | | 

Ae to the rate to be paid to the Province 
for water rental it would seem from the avidence of 
Hone Benish Bowman thet the rate of fifty conte per . 
horsepower generated , assumed in diagram No. 5 be- 
fore referred tOy le considered by Are Bowman a fair 


one. In thie view your Commissioners agreés — 
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Port viniiag, your Commissioners tool that there Padang 
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power and without regard to in fact that Port arth 


ig nearer stad eyerre of powers the mene of do os yaves 


 pnjewng be extended ta any ge oa ag danas contiguous to 
he munieipalitioss and there is such te be geben ta favor 
“laying | down Er coneral prinoi pe that an View of the re~ 
“sponsibility for she _Zipigon development Berened ms the 
‘eitios of vert arthur ane wert Williog, power ehonie not 
be sole in any part of the meee ey e4 portion of the eis- 


triet at a lower sabe pent) to Port penne and Fort Viliiam. 
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by Six Adam Rete: would ti 2a ‘he ‘idnaid Sate of the Nipigon 


system by the rest of tha Prevines to the extent of the 


@ifference between the mate fixed and the rate actually 


paid by the Government for the moneye Your Oommisgcioners 
conlad not recommend any euch course. 

What wo do suggest is, that the system sheuld 
be managed with a view to keeping the deficits as low 
&S poseiblie, that #11 legitimate charges should be éebited 
against the syegem and that the Severnment should in the 
meantime advance the money to meet the deficite, all 


mOnGys advanced by the Government to be hold in Suspense 
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Aceount, te be redueea and wiped out se soon as the 
revenueSof tho System permit. he assistance of the 
Government im this reep@ct might well be conditioned — 
Upon the ebservance of such of our reconmondations 
as receive the Spproval of your Government. = = 

We finally suggest that aa the best results 
in dealing with the Fipigén system cannot be atte ined 
without cles¢ cooperation betwoon the two cities of 
Port Arthur and Fort William, it might be made a son- 
a@ition of the aseistanae to be given by the Government 
that effective means should be taken te insure such oo- 
operation whether through some form of joint control, 
or otherwise. | 2p 
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Dated at Toronto the | day of Movember 
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(12) - Fo. 64-66 - MR. MORRIS: The Province, we think, 
should write off or absorb a lot of 
the capital expenditure on that develop- 
mentveseseeeit was made at an inopportune 
times «I think: itwwas made ina hurry-on 
account» of the demand for the suppoeed 
pulp and paper companyes, allof which» 
was in the interest of the Province and 
the Government and not of US.ee8+ 8s 
They developed three times the »power we 
neederssesethe Province getiall the: 
benefit from the timber limits... 
I:would think the Province should go 
in to the extent of the power that is 
over and above what these’ two cities use. 
I think the Province shoubd: assume: one- 
thirdor one-halfvof ithe total-outlays 
They should wipe off half the capital 
cost. 


(13) -Fol.651 -HON. BENIAH BOWMAN: We submitted a draft lease 
to the Hydro and in that lease I think we 
asked for $1 per horsepower. 

Qa What dowyou:think woudd be a fair price 
‘to charge to the Hydro or how far would 
the Government be prepared to go? . The 
Hydro in its statement submitted to us 
has put a rate of 50¢ per horsepower 
sold? 

As~ Well, I.think we would have»no 
difficulty with a commercial company 
in getting a dollar per horsepower. 

Of course with the situation as x£xxx 
I understand it it might be :possible 
to reduce that for the Hydro. 


(14) - Fol. 655 = SIR ADAM. BECK: The Company were told in the 

presence of the Government that if: this «5% 
CL5yh-— F amterest was made available in the interim, 

we could give them power at a certain 
price..s«+.eand) the Government in a general 
way led me to behieve that we were .to have 
5% moneyse.eit was not ‘binding.«...In. the: 
meantime, with the full knowledge .of :the 
Government, we have only accredited: them 
at the rate of 5%. The Treasury Dept. has 
known it and we have never heard any ex- 
ception taken to it. 
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(15) - Fol. 560 — PREMIER DHURY 5 I have a recollection of a 
proposition being made in Janpary of 
of 1920 at which time the Government was 
anxious to somehow or other get a con= 
tract from the Hydro by which the Great 
Lakes Paper Co. could proceed with their 
development, and at one of the conferences 
eeoeeea proposition was made in a casual 
manner by Sir Adam Beck, pretty much in 
these terms; "If we vive a contract at 
a fixed rate, and an enforceable contract, 
could the Government consider a fixed 
rate of 5% for the money used in our 
Development?” ‘The discussion went no 
further: there was no understanding 
reacheds there was no undertaking given 
by the Government......-I Knew it was 
unsound financially.s.....it was contrary 
to the Power Commission Act of 1914. 


(16) - Fol. 636 ~ HON. PETER SMITH: Qe- Mr. Gaby told us 
yesterday....-an agreement was there made 
by the Government, or a promise made, 
that the rate of interest should be fixed 
at 5% in respect of Nipigon? 

Ae ~ Well, I cannot recall anything about 
it. 1 never remember of anything of 
that being mentioned in my presence. 


(17) - Fol. 560 - PREMIER DRURY: ...The proposition was made 
in a casual manner by Sir Adam 5eck.... 
(See also #15) 


(18) ~ Pol. 560 - PREMIER DRURY: ...the Province at large 
could not be expected to carry loads in 
any part of the Hydro department, and in 

the second place it was contrary to the 
P.C.A. 1914. If there had been any con- 
Sideration, the first step for it would 
have been preparation of legislation 

which would have xumunteex amended sub- 
section 1A of Sec.15 of the PeC.A. It 

was mentioned as I said sometime in January, 
Il think, 1920,......¢c03Re was never 
mentioned again and never considered. 
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(19) = Fol. 799-800 = MR. MATTHEWS, DEPUTY TREASURER: 


Qe ~ seethe Treasurer stated to us after~ 
wards that the fact of the shortage 
existing wasn't brought to his attention 
till about 2 months azo? 

As ~ I think he is correct in his statement. 


Qs. - And I understood from you also that you 
took no stepa to bring it to the 
attention of the Hydro and require 
payment of it? 

A. - Well, beyond the talk I had with Mr. 
Gilmour, the Hydro treasurer at the 
time payment was mad@seseses.ss] assumed 
the matter had been discussed between the 
Government and the Hydro. 


Q. ~ Ien'tt it rather unus&aa that such a large 
sum as $70,000 is left all this time 
without any attempt to collect it? 

A. ~ Well we always had it in mind for we 

Gidn't Know but what the Government 
was dealing with the matter. 
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